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renewals, accompanied by remittance, before Novem- 
ber 10, 1922, special arrangement with the publishers 
enables us to make the following low-priced clubbing 
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Regular Price Price to Subscribers 


Trade-Mark Reporter $5.00) $8.00 


Harper's Magazine 4.005 
Trade-Mark Reporter 5.00/ 
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Trade-Mark Reporter 5.00/ 
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Review of Reviews 4.00 | 


Trade-Mark Reporter 5.00) 
World’s Work 


Trade-Mark Reporter 


Country Life 


Trade-Mark Reporter 
Radio Broadcast 3.005 


Trade-Mark Reporter 5.00 
Country Life 5.00 10.00 
World’s Work 4.00 


Please remember that these offers are not good after 


November 10, 1922. 


Tue Unirep States Trape-Marxk Association, 
84 Nassau Street, New York. 











ats oF 7 


CONTENTS 


United States Circuit Court of Appeals for the Third Circuit: 
Standard Oil Co., Gulf Refining Co., and Maloney Oil 


and Mfg. Co. v. Federal Trade Commission 


United States Circuit Court of Appeals for the Eighth Circuit: 
Chamber of Commerce of Minneapolis, et al. v. Federal 
Trade Commission 
United States District Court, District of Maryland: 
Ambassador Chocolate Co. v. Chocolate Products Co..... 
United States District Court, Eastern District of New York: 
Nekritz v. Klein 


Supreme Court of Louisiana: 


Gallagher Transfer & Storage Co., Inc. v. O. K. Storage 


& Transfer Co., Inc., et al. 


Court of Common Pleas of Allegheny County, Pennsylvania: 
United Drug Company v. Kolomon Kovacs, et al., Trading 
as The Royal Manufacturing Company 
Commissioner of Patents: 


The Deco Co. v. The Dayton Ignition Company 


Decisions of the Commissioner of Patents 








© 6549011 


Published 


bp the 


Gnited’ States Trade-Mark Association 


AT 187-189 COLLEGE ST., BURLINGTON, VT. 
AN ORGANIZATION FOR THE PROTECTION OF TRADE-MARKS AND TRADE-NAMES 
Editorial Oifice 
32 NASSAU STREET, NEW YORK 
Organized 1878 
Medal, World's Columbian Exposition, 1893 Grand Prix, Paris Exposition, 1900 








OFFICERS OF THE ASSOCIATION 


PRESIDENT 
EBERHARD FABER ..........sseeseeeees 200 Fifth Avenue, New York 


i ast SRE, 26 Gai Kae oe RaaS ORee eee eewed 8? Pearl Street, New York 





ANE ts ee ae reese eee cra ered me ergs anes a py Buffalo, New York 


EER SAI EG OCU; SEER EBIED i 5 Sse sd he 8 ae awd bees $2 Nassau Street, New York 


Editor 
ARTHUR WM. BARBER 


Assistant Editor 
LEON ERNEST DANIELS 


Copyright, 1922 
by 
The United States Trade-Mark Association 





Entered as second-class matter March 20, 1917, at the Post Office at 
Burlington, Vermont, under the act of March 3, 1879. 





NOTICE TO ATTORNEYS 
The Trade-Mark Reporter wishes to publish all cases of trade-mark 
infringement or unfair competition decided by any court in the United 
States and will appreciate the courtesy of attorneys in forwarding copies 
of any opinions not elsewhere published or in forwarding copies to us in 
advance of their appearance in official publications. 


Address all communications to 32 Nassau Street 
New York City 





STANDARD OIL CO., ET AL. V. FEDERAL TRADE COMMISSION 25 


SranpbarRpD Ort Co., Gutr Rerinine Co., anp Matoney OIL AaNpb 


Mre. Co. v. Feperat TrRApE CoMMISSION 


United States Circuit Court of Appeals for the Third Circuit 
July 14, 1922 


Unrair Competirion—Feperat Trape Commission aANb CLayron Acts 

Pusuic INTEREsT. 

The theory of injury to the public lies at the bottom of the 
statutes and is directed against things which tend to deprive the public 
of the advantages which flow from fair competition. 

Same—Same—Tyine Conrracrs Unpber THE CLayton ActT—INTERPRETATION. 

A clause which restricts the use of the leased outfit to the product 
of the wholesaler, commonly known as a tying contract, is not to be 
construed by its terms alone, but by its effect as weil. 

Same—Same—Tyine Conrracrs—Leasinc or Pumptne Ovtrirs Wrirnovur 

ReNTAL—INTEREST TO AND INJURY OF PUBLIC. 

The practice of petitioners and other wholesalers of gasoline of 
leasing pumping outfits without rental is clearly to the interest of the 
public, since, due to its spread throughout the country, it has become 
an indispensable convenience to motor users; moreover, it has not been 
shown that the public has been injured thereby, since the cost of dis- 
tribution is decreased and the consumer benefited by the greater ease 
of procuring gasoline and the certainty of getting the make advertised 
on the pump. 

Same—Same—Same—Errecr or Pracrice Upon Competirors. 

The practice of petitioners, wholesalers of gasoline and motor oils, 
of leasing storage tanks and pumps to retailers without rental, on the 
condition that only the brand of oil put out by the lessor be supplied 
therefrom, did not lessen competition between wholesalers to the extent 
contemplated by the statute, nor tend to monopolize the wholesale 
trade, inasmuch as other wholesalers were not thereby prevented from 
leasing outfits to the same retailers. 

Same—Same—SamMe—Errecr or Tying Contracts Upon Rerairers—D1s- 

MISSAL. 

In the case at issue, where the retailers were free to terminate 
their contracts, install additional pumping outfits, or substitute one of 

inother make, such practice tended to increase competition among 
wholesalers and did not violate either the Federal Trade Commission 
Act or the Clayton Act; and the complaints are dismissed. 


Separate petitions to set aside several orders of the Federal 
Trade Commission. Granted. 


O. Swain (Jas. H. Hayes, of counsel), both of New York 
City, for Standard Oil Co. 


Wm. J. Guthrie, of Pittsburgh, Pa., for Gulf Refining Co. 
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C. B. Chamberlin, of Cleveland, Ohio, for Maloney Oil and 
Mfg. Co. 


Eugene W. Burr, for the Federal Trade Commission. 


Before Wootxtey and Davis, Circuit Judges, and Morris, Dis- 
trict Judge. 


Woot ey, Circuit Judge: In these proceedings we are asked 
to review and set aside three orders of the Federal Trade Commis- 
sion commanding the petitioning corporations forever to cease and 
desist from a practice found by the commission to violate section 5 
of the act creating the Federal Trade Commission (88 Stat. 717) 
and section 3 of the Clayton Act (38 Stat. 730). The applicable 
provisions of these statutes are, in the first, “That unfair methods 
of competition in commerce are * * * unlawful,’ and in the second, 
“That it shall be unlawful for any person engaged in commerce to 
lease * * * or make a sale * * * of goods, * * * machinery, * * * 
or other commodities * * * on the condition, agreement, or under- 
standing that the lessee or purchaser thereof shall not use or deal 


* & * 


in the goods, machinery, * * * or other commodities of * * * 


competitors of the lessor or seller, where the effect of such lease 


or sale, * * * 


or such condition, agreement, or understanding may 
be to substantially lessen competition or tend to create a monopoly 
in any line of commerce.” 

These are three of a large number of cases involving the same 
practice. They were tried in three groups. The testimony in one 
group bore most directly on gasoline marketing in States along the 
Atlantic seaboard. In another it related particularly to business 
done by companies within the State of Ohio. In the third it con- 
cerned business farther west. As the testimony in all cases was in 
the main identical, the 12 comprising the eastern group (which in- 
cludes the cases at bar) were combined and heard together. 

The testimony discloses a practice which has been widely pur- 
sued in the eastern part of the United States by corporations re- 
fining and marketing gasoline. It consists of what is practically a 
loan, or technically a lease without rental, by a wholesaler to a 


retailer, of equipment for the temporary storage, measurement, and 
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delivery of gasoline to the consuming public. The practice extends 
mainly to the retailer whose place of business is referred to as a 
curb filling station.” ‘The leased equipment is known as a “curb 
pump outfit’ and comprises a sunken tank for the storage of gasoline 
ind a pump of familiar design by which gasoline is drawn from 
the tank and delivered to motor vehicles. The retailer is the pro- 
prietor of the station and is generally engaged in some other busi- 
ness. Typical of his class are keepers of country stores, residents 
in hamlets and at crossroads, and farmers. The practice does not 
relate to retail stations owned and managed by the refining and 
iarketing companies themselves. These are the more elaborate 
iffairs, also familiar to the public and generally known as “service 
stations.” Proprietors of garages comprise an intermediate class 
if retailers to whom the practice in some measure extends. 

The practice held by the commission to offend against the 
statutes is found wholly within the terms of the leasing contracts. 
lhe form of the contract is important in two respects: First, in 
what the wholesaler requires the retailer to do; and second, in w’ at 

does not require him to do. The form of contract used by the 
Standard Oil Company is identical in substance with contracts used 
by the other petitioners. Paraphrased, it is as follows: 

teciting by preamble that the retailer is now purchasing gas 
oline from the wholesaler for sale to its customers and has requested 

to install on his premises equipment for the better storage and 
indling of the gasoline so purchased, and that in compliance with 
is request the wholesaler is about to make the installation; it is 
igreed between them that the “equipment shall be used solely for 
the storage and handling of motor gasoline purchased by the” re- 
iiler from the wholesaler. Then follow undertakings by the re 
iiler that he will maintain the equipment in good condition at his 
rwn cost; that he will not encumber or remove it or permit it to be 
seized or taken in execution; and that he will indemnify the whole- 
saler from liability for injuries occasioned by leakage, fire, or ex- 
plosion of gasoline. The contract concludes with four provisions 
for its termination: First, upon the use of the equipment by the 


tailer for any other purpose than the storage and handling of 
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gasoline purchased from the wholesaler; second, upon the retailer’s 
failure for 30 days to purchase gasoline from the wholesaler; third, 
upon the sale of the premises by the retailer; and fourth, by either 
party upon five days’ notice in writing to the other party; with the 
right of the wholesaler in any event to enter upon the premises and 
remove the equipment. 

Having stated what the contract requires the retailer to do, the 
things which it does not require of him are equally important. The 
first is, he is not required to pay any license fee, rental, or other 
things for the use of the equipment; nor is he restricted in his busi- 
ness to the equipment covered by the contract. On the contrary, 
he may use other equipment leased by competing wholesalers or 
purchased by himself. Nor does the contract expressly tie him to 
the wholesaler’s products. He may freely deal in gasoline or other 
petroleum products purchased from competing wholesalers. He 
may not, however, use the equipment of the contract for storing and 
handling a competitor’s gasoline. 

In justification of their practice the petitioners maintain that 
the curb pump outfit is a natural development of the oil industry. 
In this industry the distribution and marketing of petroleum prod- 
ucts more or less volatile and therefore more or less dangerous has 
always been a serious problem. ‘The petitioners point out that for 
many years kerosene and other less volatile oils have been sold to 
retailers in barrels or direct to householders in cans. The barrels 
and cans being the property of the wholesaler are returned when 
the contents are removed. When the market for gasoline and more 
volatile oils developed, the wholesaler for safety shipped them to 
the retailer in steel barrels or drums. These also remained the 
property of the wholesaler and were returned when empty. With 
the marvelous increase of motor vehicles in all sections, urban and 
rural, there came a corresponding necessity for wider distribution of 
gasoline. Distribution from large central reservoirs to distant 
places by barrels and drums was no longer practicable. Then curb 
filling stations were established and curb pump outfits were installed 
whereby gasoline is delivered by tank trucks to many smaller centers 


and there stored and sold. These centers grew in number as the 
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demand spread. At first this demand was met by one station and 
one outfit. As the demand increased stations and outfits were 


multiplied, the purpose of the practice, the petitioners claim, being 


to increase business by making easy and convenient the sale of gaso- 
line to the public everywhere. But outfits cost money and the little 


storekeeper and the farmer by the roadside could not be induced, 
and frequently were not able, to invest capital in the purchase of 
an outfit. The result was that outfits were purchased by the whole- 
saler and loaned or leased to the retailer at practically no cost to 
him, yet upon the terms with respect to their use which we have 
detailed. 

The view which the Federal Trade Commission takes of this 
practice is quite different. Its conclusion based on its findings of 
fact are that the installation of one outfit either supplies the needs 
of the retailer or meets the demand of his locality, and that, in 
consequence, the retailer has neither economic means nor personal 
desire to permit the installation of more than one outfit on his 
premises; that the contract for an outfit has the effect of tying the 
retailer to the products of the one wholesaler so long as one outfit 
meets the local demand and of substantially lessening competition 
by enabling the wholesaler to monopolize first one retailer and then, 
as the contracts are multiplied, to monopolize many thousand re- 
tailers, and eventually the whole territory in which they reside. 
Finding this practice of the petitioners violative of the laws re- 
ferred to, the commission entered the orders to cease and desist 
here under review. 

On this statement of facts we shall discuss the practice as it 
bears on four classes of interested parties. The first of these is the 
publie. 

The Federal Trade Commission Act, in so far as proceedings 
thereunder are founded on a public interest, provides: 

“* * * if it shall appear to the commission that a proceeding by it in 
respect thereof would be to the interest of the public, it shall issue and serve 
upon such person, partnership, or corporation a complaint stating its 


charges and in that respect, * * *.” (38 Stat. 719, sec. 5, F. T. C. v. Gratz, 
253 U. S. 421 [10 T. M. Rep. 295].) 








| 
| 
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The petitioners challenge the authority of the Federal Trade 
Commission to institute and prosecute these proceedings on two 
grounds as affecting the public interest. The first is, that the com- 
plaints do not allege facts necessary to show that public interest is 
involved. Upon taking this position, there arose an issue whether 
public interest is a matter to be found by the Federal Trade Com- 
mission preliminary to the issuance of its complaints or is a fact 
to be alleged in the complaints and proved like any other fact. The 
question, in view of the record, is purely academic, because whether 
public interest is to be regarded as a consideration moving the com- 
mission to action or a jurisdictional fact to be pleaded and proved 
in support of its action, the fact of public interest in these cases is 
abundantly established. 

The law of unfair competition in its modern conception regards 
as its chief concern the effect of forbidden acts upon consumers. 
The Congress in passing the Clayton Act and denouncing tying 
contracts and leases obviously had in mind the public as the prin- 
cipal sufferer therefrom. It is true, as said by Judge Denison in 
Steers v. United States (192 Fed. 1), in speaking of the Sherman 
Antitrust Act (26 Stat. 209), that the theory of injury to the public 
lies at the bottom of the statutes and is directed against things 
which tend to deprive the public of the advantages which flow from 
free competition. Having denounced methods of business which 
are unfair and which substantially lessen competition and tend to 
create a monopoly, it is clear that in a case of this kind the public 
is within the protection of these statutes. If under these statutes 
the practice is illegal, then in truth the public, which pays the bill, 
is the main sufferer. As the practice extends to many thousand re- 
tailers and comprehends many million transactions through territory 
comprising more than half of the population of the United States, 
it is idle to say that the public has not an interest. Therefore, on 
this contention we think the petitioners have wholly failed to grasp 
the principle and purpose of the statutes and are entirely wrong in 
their contention. 

The next contention of the petitioners, however, is very dif- 


ferent. It squarely meets the issue of public interest and is to the 
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effect that the evidence fails to show that the public has been in- 
jured. With this we agree. Postponing discussion of the effect of 
the practice upon competition and monopoly, we do not find that the 
practice has increased the cost of distribution or has enhanced the 
price of gasoline to the public. On the contrary, it has decreased 
the cost of distribution. Whether the price to the public has been 
reduced, we cannot say. Clearly, the public has found an advan- 
tage in the practice, both in the matter of convenience and in the 
certainty of getting the precise make of gasoline advertised on the 
globe of the pump. On the other hand, if the orders of the com- 
mission commanding the petitioners to cease and desist from the 
practice and thereafter to lease outfits to retailers only on remunera- 
tive rentals stand, the inevitable result will be that the number of 
curb filling stations will be reduced, thereby lessening the con 
venience to the public; or the rental charged the retailer for the 
outfit will be covered by fixing wholesale prices so as to allow him 
. larger profit. In the readjustment the public doubtless will un 
dergo its usual experience of paying higher prices. 

The second class of parties interested in or affected by the 
practice is that of oil refiners or wholesalers, including both the 
petitioning wholesalers—the leading actors in the practice—and 
their wholesale competitors. The parts played by the members 
of this class depend for their legality upon the scope and purpose 
of the two statutes involved. 

The first paragraph of each of the orders of the commission 
does not deal with the restrictive clause of the contract; it deals 
solely with the leasing of outfits for a nominal rental or for no 
rental at all. One question decided by the commission and here 
inder review is whether this feature of the contract is an unfair 
method of competition within section 5 of the Federal Trade Com- 
mission Act. Interpreting this section, the Supreme Court, in 
Federal Trade Commission v. Gratz (253 U.S. 421, 427 [10 T. M. 
Rep. 295]), said: 

“The words ‘unfair method of competition’ are not defined by the 
statute and their exact meaning is in dispute. It is for the courts, not the 


commission, ultimately to determine as matter of law what they include. 
They are clearly inapplicable to practices never heretofore regarded as 
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opposed to good morals because characterized by deception, bad faith, 
fraud, or oppression, or as against public policy because of their dangerous 
tendency unduly to hinder competition or create monopoly. The act was 
certainly not intended to fetter free and fair competition as commonly 
understood and practiced by honorable opponents in trade.” 

Therefore in determining, as matter of law, whether leasing of 
gasoline outfits without rentals is an unfair method of competition, 
we shall inquire whether the method is characterized by oppression 
of competitors or is against public policy because of its dangerous 
tendency unduly to hinder competition or create monopoly. So also 
under the Clayton Act, by force of which the commission framed 
the second paragraph of each of its orders denouncing the restrictive 
clause of the contract, we shall, upon the authorities given below, 
make a similar inquiry with reference to the effect of the practice in 
lessening competition and creating a monopoly. To make clear the 
principle upon which we shall examine the testimony and decide 
these cases, it may be well to observe that the Clayton Act, which is 
a part of the scheme of laws against unlawful restraints and mon- 


opolies, does not wait for its operation until monopolies have been 


‘created and restraints of trade established, but seeks to reach them 


in their incipiency and stop their growth. Yet, in thus avoiding an 
objectionable effect by removing the cause, the Congress did not 
intend the statute to reach every remote lessening of competition 
or every dim and uncertain tendency to monopoly. It intended 
rather that the commission, and ultimately the courts, should inquire 
not whether a given practice may possibly lessen competition, or pos- 
sibly create a monopoly, but whether it probably lessens competition 

and lessens is substantially—and whether it actually tends to 
create a monopoly. The Standard Fashion Company v. Magrane- 
Houston Company (42 Sup. Ct. Rep. 360 [9 T. M. Rep. 469]). 
Though differing somewhat from other laws, as we have indicated, 
the Clayton Act, nevertheless, deals with matters within the realm of 
monopoly. Therefore in determining whether given acts amount to 
unfair methods of competition within the meaning of Federal Trade 
Commission Act, or substantially lessen competition and tend to 
create a monopoly within the meaning of the Clayton Act, the only 


standard of legality with which we are acquainted is the standard 
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established by the Sherman Act in the words “restraint of trade or 
commerce” and “monopolize, or attempt to monopolize,” and by the 
course in construing the Sherman Act with reference to acts “which 
operate to the prejudice of the public interest by unduly restricting 
competition or unduly obstructing the due course of trade,” and 
“restrict the common liberty to engage therein.” Great Atlantic 
§: Pacific Tea Co. v. Cream of Wheat Co., 225 Fed. 566, 578 [5 
T. M. Rep. 839]; afirmed 227 Fed. 46 [5 T. M. Rep. 469]; United 
States v. American Tobacco Co., 221 U. S. 106, 179: United States 
v. Patten, 226 U. S. 525, 541; Eastern States Lumber Asso. v. 
L'nited States, 284 U. S. 600, 6138, 614; Standard Oil case, 221 U. S. 
|; Standard Fashion Company v. Magrane-Houston Company (42 

Applying this standard to the trade practice here involved, the 
first question, that of unfair method of competition, relates to the 
leasing of outfits without rentals. 

Is this phase of the practice oppressive upon competitors and 
does it tend to create a monopoly? Concededly, a lease of a curb 
pump outfit without rental gives a wholesaler a trade advantage 
over its competitors. This alone is not unlawful, for such advan- 

ge is the object of all competition and is attained whenever one 
sells another goods of greater excellence or at lower prices than 
goods offered by others. Does this trade advantage contain the 
seeds of monopoly? It admittedly leaves competitors free to install 
competing outfits in the same locality and in all other localities. 
[t also leaves every competitor free to place its outfit with the same 
retailer if it can prevail upon him by the ordinary competitive 
inducements of better goods, lower prices, and easier terms of 
credit. That the practice imposes upon a competitor the investment 
of more capital is an argument which would apply with equal force 

and with equal infirmity—to competition based on superiority of 
goods and liberality of credit. 

Under the Federal Trade Commission Act declaring unfair 
as the Act stood before the 
passage of the Clayton Act—a loan of a curb pump outfit without 





methods of competition unlawful 


return or a lease without rental did not, we think, tend to create a 
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monopoly, and, accordingly, was not, in our opinion, an unfair 
method of competition. 

But the Clayton Act, when it came along, bore upon another 
phase of the contract, namely, upon the clause which restricts the 
use of the leased outfit to the product of the wholesaler, thereby. 
the commission found, lessening competition and tending to create 
a monopoly. Such a clause of a contract, commonly known as a 
tying contract, is to be construed not by its terms alone but by its 
effect as well. The Act looks particularly to the consequences. In 
the United Shoe Machinery Corporation case (42 Sup. Ct. Rep. 
585) the Supreme Court said: 

“While the clauses enjoined do not contain specific agreements not to 
use the machinery of the competitor of the lessor, the practical effect of 
these drastic provisions is to prevent such use. We can entertain no doubt 
that such provisions as were enjoined are embraced in the broad terms 
of the Clayton Act, which cover all conditions, agreements, or understand- 
ings of this nature. That such restrictive and tying agreements must 
necessarily lessen competition and tend to monopoly is, we believe, equally 
apparent * * *. This system of tying restrictions is quite as effective as 
express covenants could be and practically compels the use of the machine 
of the lessor except upon risks which the manufacturers will not willingly 
incur.” 

The point of similarity between the United Shoe Machinery 
Corporation case and the cases at bar is that, in both, the offending 
clauses did not expressly provide against the use of machinery or 
equipment of competitors. The difference between the contract 
clauses in the two cases is that, as certain machinery of the United 
Shoe Machinery Corporation was essential to the lessee in his 
business, the practical effect of the clauses in that contract, although 
not specifically prohibiting the use of the machinery of a com- 
petitor, was absolutely to prevent its use, while the clause of the 
contract in the cases under consideration related to but one kind of 
machine or equipment, and extended to a situation which did not 
impose upon the lessee the necessity of obtaining something from 
the lessor which was indispensable in his business, the clause, in 
consequence, did not have the practical effect of preventing the use 
of equipment of a competitor. 

Also, the cases at bar are distinguished from the Standard 


Fashion Company v. Magrane-Houston Company, supra, by the 
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fact that the contract in that case contained an express agreement 
that the retailer should not sell or permit to be sold on his premises 
any other make of patterns. Here was a restrictive covenant which 
by its terms came within the third section of the Clayton Act. In 
discussing this clause the Supreme Court approved an observation 
in the opinion of the Circuit Court of Appeals, as follows: 


“The restriction of each merchant to one pattern manufacturer must in 
hundreds, perhaps in thousands, of small communities amount to giving 
such single pattern manufacturer a monopoly of the business in such com- 
munity. Even in the larger cities, to limit to a single pattern maker the 
pattern business of dealers most resorted to by customers whose purchases 
tend to give fashions their vogue, may tend to facilitate further combina 
tions; so that the plaintiff, or some other aggressive concern, instead of 
controlling two-fifths, will shortly have almost, if not quite, all the pattern 
business.” 


It has been suggested that this expression is apposite to the 
leasing contract here under discussion. But we think the cases are 
distinguished by the important fact that there the dealer was re 
stricted by the contract to the sale of patterns of one manufacturer. 
This eliminated from his business all other patterns and tied him 
to the patterns of the contract. Here he is restricted in the use of 
the leased outfit to the storage and delivery of gasoline purchased 
from the lessor, but he is not limited to the use of one outfit, nor is 
he hampered in the sale of gasoline and other products of other 
manufacturers. The contract leaves every competitor free to per 
suade the retailer to install an additional outfit or to replace the 
outfit already installed by one of its own, and permits the retailer 
to vield if he chooses. While the effect of the restrictive clause of 


the contract in these cases may make competition somewhat more 


difficult because of the inclination of a satisfied retailer to stand by 


his wholesaler until another comes along and offers him something 
better, we are of opinion that the clause does not thereby lessen 
competition between wholesalers to the extent contemplated by the 
statute and that a tendency to monopolize the wholesale trade has 
not been disclosed. 

“That it was not intended to reach every remote lessening of com- 
petition is shown in the requirement that such lessening must be substan- 


tial.” (Standard Fashion Company v. Magrane-Houston Company, 42 Sup. 
Ct. Rep. 360 [9 T. M. Rep. 469]; Standard Oil Co. v. F. T. C., 273 Fed. 478; 
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Canfield Oil Co. v. F. T. C., 274 Fed. 571; Sinclair Refining Co. v. F. T. C 
276 Fed. 686 [12 T. M. Rep. 75].) 





The third class of parties interested in the practice is that of 
retailers. 

Many retailers buy and own curb pump outfits. With these we 
have nothing to do except to note that by the practice of leasing 
outfits competition with them is greatly increased. We are con- 
cerned only with the retailer who has not money enough to purchase 
an outfit, or, having money, does not care to risk it. What happens? 
If his locality promises trade, one of the many wholesalers will 
supply him with an outfit without cost and without risk to him. The 
only condition imposed is that he shall not store and deliver through 
the outfit gasoline of any other wholesaler. The tying element in 
the transaction, if any there be, is the one arising from human nature 
and business sense, namely, that the retailer will install no other 
outfit so long as he is satisfied with the quality and price of the 
wholesaler’s gasoline and so long as one outfit serves his trade. The 
contract leaves him perfectly free to deal in all petroleum products 
made by competing wholesalers. He is at liberty to install by lease 
or purchase as many other outfits as he may choose and to sell 
through them as many brands of gasoline as he may desire. The 
leasing contract, being terminable by him at will on brief notice. 
permits him to change outfits at will, replacing one by another as 
often in the course of wholesalers’ competition as he is induced to 
do so. The retailer, regarded in the aggregate, is an actor in the 
practice, who by reason of his number, place, and interest causes 
competition between wholesalers to be increased rather than less- 
ened. If the practice is abridged or abolished the retailer’s risk 
is increased and his number diminished, and, correspondingly, com- 
petition is lessened. Certainly the retailer's part in the practice 
violates neither of the statutes. Nor, for the reasons given, can we 
think he is monopolized by the wholesaler, or the territory in which 
many retailers do business under the practice is monopolized. 

The fourth class of parties claiming an interest in the practice 
is that of manufacturers of curb pump outfits. Of these there are a 


half dozen or more in the country, in none of which the petitioning 
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corporations have an interest. The petitioning corporations do not 
manufacture pump outfits themselves but purchase them from 
manufacturers like anyone else. ‘The commission found as a fact 
that having purchased outfits, the petitioning corporations then 
leased them in competition with manufacturers engaged in the sale 
of like equipment in commerce, and upon this finding drew the con- 


clusion: 


“That the practices of leasing such devices at a nominal rental * . 
is an unfair method of competition in interstate commerce as against the 
competitors of respondents engaged in the manufacture of such devices, 
and in the sale of the same for profit, in the territory wherein the re- 
spondent leases such devices * * *.” 


After the manufacturer has sold equipments to the respondents 
without condition or limitation, and has turned them loose in com- 
merce, we are at a loss to see just how he can be heard to complain 
that the equipment so sold and paid for is being leased by the own- 
ers on terms which make it difficult for him to sell like equipments 
to others. As there is involved here no question of fraud, deception, 
good conscience, or even business ethics, we should hesitate to follow 
business transactions to this length and determine whether conduct 
so remotely related to the original transaction of purchase is an un- 
fair method of competition. 

Having given these cases full and deliberate consideration, we 
are of opinion that, while the evidence supports some of the commis- 


sion’s findings of fact as distinguished from the conclusion drawn 


from them, it does not establish the offenses laid in the complaints 


and founded on the statutes, and, accordingly, does not sustain the 
orders based thereon. Therefore, we are constrained to set aside 


the orders and direct that the complaints be dismissed. 


Morris, district judge, concurring in part and dissenting in 
part: 

The operative parts of the order of the commission here at- 
tacked are that the respondent forever cease and desist from: 


“], * * * leasing pumps or tanks or both and equipment for storing or 
handling petroleum products in furtherance of its petroleum business, at a 
rental which will not yield to it a reasonable profit on the cost of same after 
making due allowance for depreciation * * *. 
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“2. Entering into contracts or agreements with dealers in its petroleum 


products or from continuing to operate under any contract or agreement 
already entered into whereby such dealers agree or have an understand- 
ing that as a consideration for the leasing to them of such pumps and 
tanks and their equipment, the same shall be used only for storing or 
handling the products of respondent, * * *.” 

The first paragraph of the order is directed only to the method 
of competition whereby the petitioners lease pumps and tanks to re- 
tailers at a nominal rental and is concerned not at all with the re- 
strictive or tying clause of the lease. Divorced from the tying 
clause, leasing the pumps at a nominal rental is, in my opinion, : 
practice “never heretofore regarded as opposed to good morals 
because characterized by deception, bad faith, fraud, or oppres 
sion,” nor is that practice against public policy as declared by the 
Sherman and Clayton Acts and, consequently, is not an unfair 
method of competition within section 5 of the Trade Commission 
Act as interpreted by the Supreme Court in Federal Trade Commis- 
sion Vv. Gratz (253 U. S. 421, 427 [10 T. M. Rep. 295]), even 
though the leasing of the pumps at a nominal rental may, perhaps, 
have a tendency to lessen competition whether in the sale of pumps 
or in the sale of gasoline at wholesale. I am, therefore, in full 
accord with the views expressed by the majority of the court with 
respect to the first paragraph of the commission's order. 

The second paragraph of the order rests upon section 3 of the 
Clayton Act, while section 5 of the Trade Commission Act provides 
“if it shall appear to the commission that a proceeding by it 
* * * would be to the interests of the public, it shall issue,” etce., 
no similar provision is found in the Clayton Act. In proceedings 
under that act public interest is as conclusively presumed as in a 
criminal proceeding and needs to be neither alleged nor proved. 
Consequently, as I see it, the petition for review presents with re- 
spect to the second paragraph of the order two questions only. 
First, whether the leases here involved are “‘on the condition, agree- 
ment, or understanding that the lessee * * * shall not use or deal in 
the goods, * * * merchandise, * * * or other commodities of 
a competitor of the lessor,” and, if so, then, second, whether “the 


effect of such lease, * * * condition, agreement, or understanding 


may be to substantially lessen competition or tend to create mon- 
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opoly in any line of commerce,” both within the meaning of section 
3 of the Clayton Act. The leases contain the following provision: 


“That the said equipment shall be used solely for the storage and 
handling of motor gasoline purchased by the party of the second part 
from the party of the first part for the purpose aforesaid.” 


While the foregoing clause does not contain a specific agreement 


not to use or deal in the gasoline of a competitor of the lessor, yet 


the clause falls within the terms of the Clayton Act if its practical 
effect is to prevent such use. United Shoe Machinery Corp’n, et al. 
v. The United States (decided April 17, 1922). Whether the prac- 
tical effect of the restrictive agreement is to prevent the lessee from 
using or dealing in the gasoline of a competitor must be determined 
from the findings of the commission and the evidence adduced be- 
fore it, for under section 11 of the Clayton Act its findings of the 
fact are conclusive, if supported by the testimony. One of the find- 
ings of the commission, supported by the testimony, is “that a small 
number of retail dealers to whom the respondent leases or sells such 
devices upon the terms and conditions aforesaid, handle similar 
products of respondent's competitors, but a large majority of the 
retailers to whom the respondent leases or sells such devices upon 
the terms and conditions aforesaid, require and use in their business 
only a single-pump outfit.” 

With respect to the one-pump retailer the restrictive clause in 
the leases in question is as effective in preventing the lessee from 
using or dealing in the gasoline of a competitor of the lessor as if the 
lease expressly so provided. True, the lessee may terminate the 
lease at the time and under the conditions mentioned therein, but 
that fact does not enable the tying clause to elude the prohibition of 
section 8 of the Clayton Act, for that section operates with respect 
to short-term leases and leases at will in like manner and with like 
force as it does with respect to long-term leases or, for that matter, 
leases in perpetuity. The legality or illegality of the tying clause 
is dependent not at all upon the duration of the lease or the manner 
in which it may be terminated. It is likewise true that the lessee 
has the right to install another pump of his own or a pump of a 


competitor, but as his business does not warrant or require more 
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than one pump he has not installed more than one and, conse- 
quently, his right is not a practical one but a mere abstract right. 
The result, in my opinion, is that in practice the restrictive clause 
of the leases in question has prevented and prevents a “single 
pump” lessee from using or dealing in gasoline of a competitor of 
the lessor just as effectively as if the lease had expressly so pro- 
vided. Consequently, the lease falls within the prohibition of sec- 
tion 3 of the Clayton Act if the effects of such lease “may be to 
substantially lessen competition or tend to create a monopoly” in 
selling gasoline at wholesale. Whether its effect may be to sub 
stantially lessen competition or tend to create a monopoly is our 
second question for consideration. The leases are now in force. 
The fact that they may be terminated at some future time is not 
relevant to the issue now under consideration. What has already 
been said shows that “a large majority of the retailers” require for 
use in their business only a single-pump outfit and the practical 
effect of the restrictive covenant of the lease under which they 
operate is to prevent such large majority from using or dealing in 
the gasoline of competitors of their respective lessors. Thereby 
free competition among the wholesalers of gasoline has been and 
now is restricted not with respect to an insignificant number of 
retailers but with respect to a large majority thereof and as effec- 
tually as if the leases were in perpetuity and as if they expressly 
prohibited the lessee from using or dealing in the gasoline of the 
competitors of the respective lessors. 

The petitioners have sent us as a reason for the reversal of the 
commission’s order the excellence of the pump as a means for stor- 
ing and delivering gasoline. But the commission has not attacked 
the pump. On the contrary, it admits the pump’s many advantages 
and great utility. It denies, however, the right of the petitioners 
to make unlawful contracts with respect thereto or otherwise to 
use it as a means of stifling competition. The petitioners further 
urge that the restrictive clause is the only method by which they are 
enabled to use and adequately protect their trade-mark. Even if 
this contention were supported by the evidence it would be ineffect- 


ive, for the petitioners are not at liberty to violate the law of the 
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land whatever proper result may be the consequence of their so 
doing. The evidence, however, discloses that many pumps are 
owned by retailers, yet there is no evidence that the name of the 
gasoline being sold through such pumps is not exhibited in the same 
manner as it is on the leased pumps. Nor is there any evidence 
that in such cases the gasoline of one wholesaler has been sold as 
the gasoline of another. These last contentions of the petitioners 
are, in my judgment, wholly irrelevant to either of the two issues 
presented with respect to section 3 of the Clayton Act. Again, the 


petitioners contend that by means of the leases in question the num- 


ber of retailers has been substantially enlarged and competition 
thereby increased rather than lessened. If it be a fact that by 


means of the leases the number of retailers has been increased, such 
increase was beyond question due to the nominal rental and not to 
the tying clause, and the tying clause is none the less invalid even 
though accompanied by other clauses that are valid. Furthermore, 
each increase obtained by the nominal rental was simultaneously 
monopolized by the tying clause and the competition thereby les- 
sened and not increased. 

Although not differing from the majority of the court as to the 
legal principles by which the correctness of the second paragraph of 
the commission’s order should be tested, yet I find myself not in full 
accord with their ultimate decision for the only conclusion that I am 
able to reach by applying those principles of law to the facts of these 
cases is that the effect of the restrictive covenant has been, now is, 
and so ‘“‘may be’’ to substantially lessen competition; that the prac- 
tical effect of the covenant is to prevent the “one pump”’ retailer 
from using or dealing in the gasoline of a competitor of his lessor 
and that, consequently, all “one pump” leases are in violation of 
section 3 of the Clayton Act and invalid. 
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CHAMBER OF COMMERCE OF MINNEAPOLIS, ET AL. V. FEDERAL TRADE 


CoMMISSION 
(280 Fed. Rep. 45) 


United States Circuit Court of Appeals for the Eighth Circuit 
March 27, 1922 


Unrarr CompetirioN—Feverat Trape Commission Act—Peririon to Re- 

ViEWw—J URISDICTION—DIsMISSAL. 

A petition for a writ of certiorari from an order of the Federal 
Trade Commission to a Circuit Court of Appeals will not lie, as this 
court has no power to issue such a writ as original process under the 
statute, nor to rule in limine upon the propriety of the action, these 
being the powers of a court of original jurisdiction; but said court is 
confined to a review of certain acts of the Federal Trade Commission, 
hence the petition is dismissed for want of jurisdiction. 

Same—Same—Same—Powers or Feperat Trape ComMMIssIon. 

The Federal Trade Commission exercises administrative, not judi- 
cial, powers, and has no power to make more than a finding of fact, 
which requires confirmation by a circuit court of appeals 

SamMe—SamME—SAME— Power or a Circurr Court oF APPEALS. 

The power of the court is limited to the enforcement of the final 
orders of the Commission to cease and desist, and to review such orders 
at the request of the party against whom they are made, in which 
cases it has power to enforce, affirm, modify or set aside, as it may 
deem proper. 


Petition to review order of the Federal Trade Commission. 


Dismissed for want of jurisdiction. 


David F. Simpson, of Minneapolis, Minn. (William A. Lan- 


caster, John Junell, James E. Dorsey, Harold G. Simpson, 
and Leavitt R. Barker, all of Minneapolis, Minn., on the 


brief), for petitioners. 

Adrien F. Busick and M. Markham Flannery, both of Wash- 
ington, D. C. (W. H. Fuller, of Washington, D. C., on the 
brief), for respondents. 


Before Sansorn, and Lewis, Circuit Judges, and Van Vat- 
KENBURGH, District Judge. 


Van VALKENBURGH, District Judge: This is a suit filed orig- 
inally in this court. The pleading is entitled “Petition for Writ of 
Certiorari to the Federal Trade Commission, and for Order Setting 
Aside Order of Federal Trade Commission Denying Motions.” On 
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or about December 7, 1920, the commission filed a complaint against 
the Minneapolis Chamber of Commerce, its officers and board of 
directors, the Manager Publishing Company, John H. Adams, and 
John F. Flemming, who are the petitioners herein, alleging that the 
commission had reason to believe, from a preliminary investigation 
made by it, that these petitioners were using unfair methods of 
competition in interstate commerce, in violation of the provisions of 
the act creating the Federal Trade Commission (Comp. St. §§ 
8836a-8836k), and defining its powers and duties. In due time 
petitioners made and submitted a number of mutions which, upon 
hearing before the commission, were denied by interlocutory order 
duly made and entered. 

The preliminary motions referred to contained numerous speci- 
fications which, upon analysis, raise the following matters of sub- 
stance: (1) The commission is without jurisdiction both of parties 
and of subject-matter. (2) The complaint states no cause of action. 
(3) The commission is biased and prejudiced against the petitioners. 
(4) The complaint is indefinite and uncertain in certain paragraphs. 
(5) The Federal Trade Commission Act is unconstitutional. Ac- 
cordingly petitioners prayed that no issue of fact be joined or evi- 
dence received as to the allegations contained in certain paragraphs 
of the complaint and that the entire proceeding be dismissed. As 
an incident to this review they seek the issuance of a writ of cer- 
liorari requiring respondents to certify to this court, for review and 
determination, the preliminary order of which they complain. 

In our judgment certiorari, as such, will not lie, because this 
court has no power to issue the writ as original process, and because, 
further, we have not here presented a case where the writ is desired, 
as in the nature of an auxiliary process in aid of jurisdiction ac- 
quired; nor is it necessary for the protection of appellate juris- 
diction before such jurisdiction is actually obtained, which otherwise 
might be defeated, nor to make the jurisdiction effectual, nor be- 
cause of the absence of any other remedy. The writ, as asked, 
partakes largely of the nature of a writ of prohibition, but such is 
not justified by the circumstances in this case under any power con- 
ferred by statute upon Circuit Courts of Appeals. 
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What is really sought by petitioners is that this court should 
halt inquiry at the threshold, exercising, in effect, the powers of a 
court of original jurisdiction, in which a cause is pending, to rule in 
limine upon the propriety of the action and whether it should pro- 
ceed further. The procedure invoked is similar, in effect, to that 
prevailing in a court of original jurisdiction, which has control of 
the successive steps of pleading, practice, trial, and final judgment 
or decree. But it must be remembered that this court has no original 
jurisdiction of this nature. Its functions, under the act before us, 
are confined to a review of certain acts of the Federal Trade Com- 
mission, which are specifically defined by the Congress. This act 
creates powers not otherwise conferred upon Circuit Courts of 
Appeals, and such courts are limited strictly to the powers thus 
specified. It was not intended that the Circuit Court of Appeals 
should be drawn into original conduct of these investigations. If 
this court is to exercise plenary power and control in determining 
at the outset what party shall be dealt with, what investigation shall 
be made, and what recommendation submitted, then it has, in effect, 
been constituted an original trial tribunal of controversies of this 
nature. This was in no wise contemplated, nor would it comport 
with the legitimate practical functions of a court of this nature. 

The act itself clearly specifies when the jurisdiction of the Cir- 
cuit Court of Appeals may attach and to what extent that jurisdic- 
tion may be exercised. The power of the court is limited to the 
enforcement of the final orders of the commission to cease and 
desist, upon the application of the commission, and to review of 
such orders at the request of the party against whom such orders 
are made, and in such cases it has power to enforce, affirm, modify 
or set aside as it may deem proper. Immediately after these powers 
and duties are set forth in section 5 of the act this clause occurs: 


“The jurisdiction of the Circuit Court of Appeals of the United States 
to enforce, set aside, or modify orders of the Commission shall be exclu- 
sive.” ; 

Manifestly this refers to the specific powers just previously 
recited, and this is made still more apparent by the clause which 
next follows, wherein it is said: 
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“Such proceedings in the Circuit Court of Appeals shall be given pre- 
cedence over other cases pending therein, and shall be in every way ex- 
pedited.” 

This provision is made still more obvious by subsequent provi- 
sions of the act, because in them it clearly appears that not all orders 
of the commission are within the exclusive jurisdiction of the Cir- 
cuit Courts of Appeals. In section 9 the District Court is given 
authority to enforce obedience to subpeenas, and it is further pro- 


vided that: 


“Upon the application of the Attorney General of the United States, 
at the request of the commission, the District Courts of the United States 
shall have jurisdiction to issue writs of mandamus commanding any per- 
son or corporation to comply with the provisions of this act or any order 
of the commission made in pursuance thereof.” 


The final language of this clause is very broad, but we are con- 
vinced that it is intended to refer only to orders of the nature of 
such as are involved in paragraph B of section 6, which empowers 
the commission to require, by general and specific orders, certain 
corporations to file specified reports and answers under oath or 
otherwise. We do not think this language was intended to give the 
District Court jurisdiction over oracrs such as that now before us. 
It is our judgment that neither the District Court nor this court has 
power under the act to interfere with the investigation and inquiry 
of the commission, involving the taking of testimony and the finding 
of facts essential to the making of such an order as shall ultimately 
be passed upon by the Circuit Court of Appeals for enforcement, 
affirmance, modification, or setting aside. 

A hearing is granted before the commission, and ultimate re- 
view by the Circuit Court of Appeals is provided; therefore, there 
is no denial of due process. The Federal Trade Commission exer- 
cises administrative, not judicial, powers. The act provides no 
penalties, nor has the commission power to make more than a finding 
of facts, which requires confirmation by this court before any burden 
is cast upon the parties subjected to inquiry. 

Full provision for review is made, confined, of course, to the 
limited right of courts to review administrative or legislative acts. 


In cases arising under this law, injunctions to halt the taking of 
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testimony have been uniformly denied. The powers conferred upon 
this commission are similar to those conferred upon the Interstate 
Commerce Commission, with the exception that the powers of the 
latter are more pronounced and potential. In all cases where Con- 
gress had lodged in administrative officers or boards power to find 
facts and make orders, such findings and orders are conclusive when 
supported by substantial legal evidence. The courts will not con- 
sider with nicety the weight of such evidence. Illustrations of this 
principle are to be found in many cases arising under the Land De- 
partment, the Post Office Department, and before the Interstate 
Commerce Commission. To halt this investigation before testimony 
is taken would be an invasion of the powers of the legislative and 
executive branches of the government. 

The real gist of the complaint here is that it is claimed, and 
with plausibility, that the chief petitioner is not subject to the juris- 
diction of the Federal Trade Commission; that the commission is 


proceeding erroneously and in excess of its powers; that the taking 
of the testimony before a final order can be made will be very ex- 


pensive; and that a grievous burden is being inflicted upon petition- 
ers, for which an ultimate setting aside of any order that may be 
made will not adequately compensate them. This is true in some 
degree of any order of the commission which may finally be set aside. 
The law does not contemplate that commissions of this nature will 
act arkjtrarily nor without probable cause. It is, of course, con- 
ceivable that they may do so; but such a possibility cannot justify 
this court in exceeding its statutory powers and authority. To do 
so would be to deny to the administrative and legislative branches 
of the government the powers and authority which have been con- 
ferred upon them, and which have been uniformly upheld by the 
courts. It may be desirable that the law should provide for a pre- 
liminary review of questions of jurisdiction, either by the Circuit 
Courts of Appeals or by the District Courts; but, in the absence of 
such provision, we cannot assume that power. 

The conclusion we have reached renders it both inappropriate 


and unnecessary to consider the other questions raised by petition- 
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ers. The petition must be dismissed for want of jurisdiction in 


this court to entertain it; and it is accordingly so ordered. 


AMBASSADOR CHOCOLATE Co. v. CHOCOLATE Propucts Co. 
(280 Fed. Rep. 409) 


United States District Court, District of Maryland 
May 6, 1922 


Irape-Marks—Unrair Competirion—Use or Same Device witn Dtr- 

FERENTIATING FEATURES. 

Where, after the plaintiff had adopted and used on his chocolate 
containers a label displaying a cluster of cherries and leaves, defend- 
ant began to put out a box of chocolates having thereon a cluster of 
cherries and leaves, but with both box and label different in form and 
general appearance from plaintiff's, he was not guilty of unfair com- 
petition; and the complaint is dismissed. 


In equity. Action for unfair competition. Bill dismissed. 


Blades, Rosenfeld & Frederick and J. Wallace Bryan, all of 
Baltimore, Md., for complainant. 
George W. Lindsay, of Baltimore, Md., for defendant. 


Rose, District Judge: The plaintiff and defendant are rival 
makers of chocolate candy. In the late fall of 1921 the plaintiff 
purposed to put on the market a package to be sold for 5 cents, 
which it originally intended should contain two cherries, in cordial, 
each incased within a chocolate covering. Subsequently it concluded 
that it would cost too much to furnish two cordial cherries, and for 
one of them it substituted a cream chocolate, cherry flavored, con- 
taining a fragment of a cherry. It had a box manufacturer design 
a very neat and attractive box, upon which rather large-size cher- 
ries and leaves were displayed. It first put its goods on the market 
about December 27th, and they at once came into large demand; 
the sales, in the four months which have since elapsed, being between 
3.500.000 and 4.000.000 of such packages. 
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The defendant at once became interested. It hunted up the box 
maker, and got estimates on similar boxes. It, however, objected 
to the price he charged. The box maker notified the plaintiff of 
what had happened. The plaintiff sent a warning notice to the de- 
fendant, telling it that it had learned that it was purposing to in- 
fringe upon its rights, and giving it notice that, if it did, the plain- 
tiff would take the matter into court. The defendant did put a box 
on the market, which had cherries on it, too. It contained two 
cordial cherries, incased in chocolate. The box, however, had not 
the same shape as the plaintiff's, which was, to appearance, cubical, 
although it was not quite as high as it was long and broad. The de- 
fendant’s was oblong, and so appeared to the eve. The cherries on 
it, except that they were cherries, did not resemble those on plain- 
tiff’s box. 

It is, of course, evident that the defendant wanted to share the 
market which the plaintiff had discovered. What it would have 
done, had it not received the warning, no one can tell. In view, 
however, of the fact that cherries, of every form and design, had 
been used on the outside of boxes before, and were the natural 
thing to put on boxes which contained cherries, I do not find that 
the defendant did anything which it had not the legal right to do. 
There was no holding out of its goods as those of the plaintiff. 
Unquestionably, the defendant has largely cut into plaintiff's trade, 
but that I am persuaded is not due to the box, or to the method of 
display adopted by defendant, for its box not only is different, but 
is, to my eye, distinctly less attractive than that of its adversary, 
but to the fact that it is furnishing two whole cherries in cordial, 
with their appropriate chocolate coverings, while the plaintiff gives 
but one cordial cherry and a part of another cherry in cream. 


The bill must therefore be dismissed. 











— 
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NeEKRITz V. KLEIN 
(278 Fed. Rep. 687) 


United States District Court, Eastern District of New York 


January 23, 1922 


‘TrapE-Marks ANpD ‘Trape-Names—Uwnrair Competirion—‘“Stove Lacquer” 
AND “Stove Lusrre’—Imiratrion or Laset—INJUNCTION. 
Defendant, by using on its stove polish a blue label bearing the 

words “Stove Lacquer” and the representation of a coal stove with a 
woman using a polish thereon, and selling the product at less than 
plaintiff's, is unlawfully competing with the latter who was first to 
put out stove polish under the name “Stove Lustre,” together with a 
label showing the essential features above described; and a temporary 
injunction will issue. 


In equity. Temporary injunction issued. 


Moses J. Dalinsky, of New York City, for plaintiff. 
Moses 8S. Hirsch, of New York City, for defendant. 


CuatTFIELD, District Judge: The plaintiff manufactures stove 
polish, varnish, and paint. It puts on the market a stove polish in 
pint and half-pint cans, bearing a bluish paper label, with the name 
“Stove Lustre’ and various inscriptions as to qualities and use, as 
well as a representation of a coal stove, oil stove, water heater, 
housemaid, ete. 

The defendant sells on the market a polish of similar nature, 
with a label of like design, presenting substantially the same in- 
formation, and in many instances using the same or synonymous 
terms. The product of the defendant is contained in a can of the 
same size. The printed label bears the words “Stove Lacquer” 
as a part of the design, which also has the representation of a coal 
stove, but omits the gas stove and water heater of the plaintiff. A 
woman of almost identical appearance with the figure upon the 
plaintiff's can is shown, using the polish upon the stove, and the 
design is palpably an imitation of the plaintiff's. The motive of 
this competition is shown by the price printed on the defendant’s 
product, viz., “thirty cents,” while that of the plaintiff’s product is 


printed as “thirty-five cents.” 
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Upon the argument it was urged that the general bluish gray 
color of the label used by both the plaintiff and defendant was a 
well-known requisite of stove polish for sale in grocery stores; but 
this is not substantiated, either by the allegations of the defendant's 
answer or by his affidavits. 

It appears that the defendant has also placed upon the market 
a stove polish of similar qualities with a red label, but bearing the 
same directions and statement of qualifications, but that the cans 
with the red label are sold to hardware stores, who thus distinguish 
from the product carried by groceries. But this does not show that 
the general use of a blue label is open to the public, or that the gro- 
cery store trade and custom has established the right in all in 
dividuals who may wish to use a blue label for stove polish. 

The defendant shows other products on the market, which may 
or may not be the subject of action by the plaintiff; but neither his 
answer nor his affidavits present any defense which would give him 
the right to use the blue label design “Stove Lacquer” in the form 
complained of. 

The plaintiff alleges a registration of his label under the law 
relating to copyright. Whether it is a legally registered trade-mark 
may appear upon the trial, and, if so, the defendant’s label plainly 
infringes. But it is unnecessary to consider this, as in the other 


branch of the case temporary injunction should issue. 





GALLAGHER TRANSFER & SroraGe Co., Inc. v. O. K. Srorace & 


TRANSFER Co., INC., ET AL. 
Supreme Court of Louisiana 
April 27, 1922 


Trape-Marks AND Trape-Names—Unratrr Competirion—Svuppiyinc In- 

FORMATION TO COMPETITOR—J OINDER. 

Where plaintiff Gallagher transferred to the plaintiff company all 
his right, title and interest in the business and trade-mark, he was 
properly made a party to an action brought against defendants on 
the ground of unfairly competing with plaintiff company in securing 
and monopolizing certain information necessary to the business. 




















] 
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SamMeE—SAaAME—SAME—INFRINGEMENT OF TrapE-MarkK—ApPpeAL—AFFIRMAL. 

Where the principal parties to the action were engaged in the busi- 

ness of the transfer and storage of goods in the same city, and the 

telephone and telegraph company, defendant, gave the O. K. Transfer 

& Storage Co. advance information regarding the needs of prospective 

movers and aided it in securing the business, such acts cannot be 

restrained in the absence of any law prohibiting same, nor can de- 

fendants upon the facts disclosed, be held guilty of infringing plain- 

tiff's trade-mark; and the judgment of the lower court, so far as it 
relates to these particulars, must be affirmed. 


In equity. From an adverse judgment, plaintiff's appeal. 
Affirmed in part and set aside in part, and exception of misjoinder of 


parties overruled. 


J. F. Pierson and C. I. Denechaud, both of New Orleans, La., 
for appellants. 

H. W. Robinson, of New Orleans, La., for appellee O. K. 
Storage & Transfer Co., Inc. 

J.C. Henriques, of New Orleans, La., for appellee Cumberland 
Telephone & Telegraph Co. 


Provosty, C. J., and Overton and Lecue, JJ. 
Provosty, C. J.: The plaintiffs, in a lengthy petition, allege: 


“That William Gallagher began years ago a transfer and packing 
and storage of household effects and other commodities business in New 
Orleans, which has grown to large proportions, the good-will in which is 
worth fully $50,000; that he adopted a trade-mark which he duly regis- 
tered in the office of the Secretary of State, and used and advertised ex- 
tensively in his said business; that in 1917 he transferred this business, in- 
cluding the trade-mark, to the Gallagher Transfer & Storage Company, a 
corporation organized under the laws of this state; that the Cumberland 
Telephone & Telegraph Company, whose telephone service, ramifying 
throughout the city, furnishes it with beforehand information of the trend 
of all business relations and activities in the city, and particularly of all 
persons and concerns intending to move into or from the city or from one 
place to another in the city, has conspired and combined with the O. K. 
Storage & Transfer Co., Inc., a corporation of this state engaged in the 
same line of business as plaintiff, the Gallagher Transfer & Storage Com- 
pany, in New Orleans, to monopolize as against petitioner and others the 
transfer, packing, and storage business of the city. 

“*That the aforesaid information is ordinarily afforded said telephone 
company by its patrons applying beforehand to take out, to install, or to 
move their telephone connections, such applications being made and _ re- 
ferred to its contract office or department kept in this city in the charge 
of its manager, J. Emile Jarreau, by whom all such applications are re- 
ceived, acted on, and disposed of; said applications are made beforehand 
to give time to make the changes, and the said applicants comprise prac- 
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tically all or a great proportion of the transfer, packing, and storage busi- 
ness in this city. 

“*That said petitioner is informed and believes that said telephone 
company, through its manager, J. Emile Jarreau, in charge thereof, has 
been using its said contract office or department in this city as a place of 
business for said O. K. Company, and to solicit and convert the said trans- 
fer, packing and storage business and custom of its telephone patrons and 
customers and others for said O. K. Company. That its said manager in 
charge, when such applications are made in person, usually solicited the 
applicant’s transfer, packing, and storage business of said O. K. Company, 
and on occasions the manager for the said O. K. Company has been called 
to said telephone contract office to there close a deal with the applicant for 
his transfer and storage requirements, and petitioner is informed and be- 
lieves that it has been arranged for the manager for the said O. K. Com- 
pany to call daily in the contract office of said telephone company to re- 
ceive information of all applications made to said contract office and to 
obtain the names and addresses of such applicants, thereby to enable said 
O. K. Company, through the information and influence of the said tele- 
phone company, to preempt and appropriate the transfer and storage 
services of such telephone patrons beforehand, and whereby competition 
therefor by petitioner or others has been excluded.’ ” 

The petition further alleges, that the said combination of the 
said telephone company and O. K. Storage & Transfer Company is 
illegal; that the latter company has wrongfully appropriated and is 
using the said trade-mark of the Gallagher Company, and the said 
telephone company is abetting it therein; that the business thus 
secured by the said O. K. Transfer & Storage Company legitimately 
belongs to the good-will of the business of the Gallagher Company ; 
that by all the foregoing the Gallagher Company has been damaged 
to the extent of $16,000; that, in order to fix and prove definitely, 
the amount of said damages, the petitioners are entitled to an audit 
of the books of the O. K. Storage & Transfer Company. 

The prayer is for an injunction, and for damages. 

William Gallagher joined as a plaintiff in the petition “for the 
use and benefit” of the Gallagher Company. 

On exception that he was improperly made a party to the suit, 
he was dismissed from the suit, and on exception of no cause of 
action the suit was dismissed as against the telephone company. 
From this judgment both of the plaintiffs have appealed. 

We can see no good reason why William Gallagher should be 
dismissed from the suit. He is properly a party, if his presence 
helps the suit; and if his presence does not help the suit, it can 
in no way injure the defendants, for it can neither complicate nor 
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retard the suit in any way. While we do not see in what way his 
said presence may be useful, this might develop upon the trial; and 
the exception must be based on some idea of that kind, otherwise it 
would appear to be without any motive. 

The petition does not contain the specification of any particular 
fact upon which is based the allegation that the telephone company 
abetted the O. K. Storage & Transfer Company in infringing the 
trade-mark of plaintiffs; and, since the reasonable inference is that 
the petitioners would have stated facts if any had been within their 
knowledge, the said allegation may be considered to be nothing more 
than a statement of the petitioners founded upon no known facts, 
and therefore not calling for further attention on our part. 

The exception of no cause of action is founded upon the ab- 
sence of all legal duty on the part of the telephone company to the 
plaintiffs to abstain from conveying to the O. K. Storage & Trans- 
fer Company any information it may have to help the latter com- 
pany in its business. 

We are not referred to any law imposing such duty upon said 
company, and know of none. In the absence of such a duty, the 
giving of such information cannot be a wrong, or infringe any rights 
of the petitioners. 

The allegation that it is wrongful is a mere legal conclusion of 
the petitioners, and is erroneous. 

There is no suggestion of desire to injure plaintiffs, but only 
to help along the business of the O. K. Storage & Transfer Com 
pany. 

The exception of no cause of action was therefore properly 
maintained as to the telephone company. 

The judgment appealed from is therefore set aside in so far 
as it sustains the exception of misjoinder of parties plaintiff, and 
said exception is now overruled; and the said judgment is otherwise 
affirmed. The costs of this appeal to be paid one-half by the plain- 


tiffs and one-half by the O. K. Storage & Transfer Company. 


O’Nrie.tt, J., dissents from the refusal of a rehearing on the 
plea of misjoinder of parties plaintiff. 


Rehearing refused by the whole court. 
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Unitrep Drvue Company v. Kotomon Kovacs, ET AL., TRADING As 


Tue Royat MANUFACTURING COMPANY 


Court of Common Pleas of Allegheny County, Pennsylvania 
July 20, 1922 


Unrair Competirion—Dress AND APPEARANCE OF Goops—TRrapE-Mark 

Meanino Acquirep THrovcu Lone Use. 

Long, extensive, and exclusive use of a distinctive package, label 
or dress of goods raises the presumption that the public recognize 
the goods by reason of the appearance of such package or label. 

Unram Competition—Simitariry oF Lapers AND CoNnTAINERS—TEST OF 

IpENTITY. 

The test of identity is not whether a difference is recognized when 
the two competing articles are placed side by side, but whether it 
will be recognized by a purchaser not having an opportunity to com- 
pare. 

Unram CompetirioN—PHaRMACEUTICAL PREPARATIONS—IMITATING LABELS 

AND ConTAINER—INJUNCTION. 

Where, after plaintiff had adopted and made popular in the sale 
of its pharmaceutical preparations a bottle of a certain oval shape 
and a distinctive style and coloring of package, defendants, whole- 
sale druggists, began the use of a similarly shaped bottle, and labels 
and containers deceptively similar to those of plaintiff, they were 
guilty of unfair competition, and will be enjoined. 


Sachs § Caplan and A. W. Murray, all of Boston, Mass., for 
plaintiff. 

John A. Metz and Wm. E. Hague, both of Pittsburgh, Pa.. 
for defendants. 


O pinion 


Forp, J.: The bill filed by the United Drug Company, a 
corporation, charges defendants trading as The Royal Manufac- 
turing Company, with unfair competition and seeks to restrain 
them from selling and offering for sale medical and toilet prep- 
arations in bottles and cartons having thereon labels similar to or 
in imitation of the bottles, cartons and labels used by the plaintiff 
company. 


From the pleadings and the evidence we find the following: 

















Ww 
ws 
; 


UNITED DRUG COMPANY V. KOLOMON KOVACS, ET AL. 


Findings of Fact 


1. The United Drug Company is a corporation organized under the 
laws of the State of Massachusetts, having its principal place of business 
in the City of Boston. The company was organized for the purpose of 
and for a number of years has been engaged in manufacturing and selling 
pharmaceutical preparations, medical and toilet articles and other mer- 
chandise usually sold in drug stores. 

2. The company manufactures and sells a line of goods designated 
and known as Rexall goods. In the conduct of its business the company 
selects or appoints one or more druggists in a city, borough or com- 
munity and sells its preparations, and medical and toilet articles and 
other merchandise only to such druggists. The persons so selected are 
stockholders in the plaintiff company; they are known as Rexall agents 
and their places of business are designated “Rexall Stores.” The com- 
pany also has sub-agents in certain metropolitan districts. The agents 
or stockholders and sub-agents have the exclusive right to sell “Rexall 
goods” within a designated community, except in cities or large com- 
munities where a number of stockholders may be selected. Rexall goods 
can be sold, at retail, only by Rexall agents or sub-agents. 

3. The plaintiff company sells and markets its goods in the United 
States, Canada and in Great Britain. There are approximately ten thou- 
sand Rexal! stores conducted by Rexall stockholders or agents in the 
United States and Canada and four hundred and seventy-five in the 
State of Pennsylvania. 

4. Prior to 1919, it was the custom of retail druggists to purchase 
pharmaceutical preparations in bulk. On a sale, the dealer packaged 
and wrapped the quantity purchased and delivered the package to the 
customer. Certain medicines were sold by manufacturers and jobbers 
in counter-packages, but generally dealings between the manufacturer 
or jobber were for goods in bulk. By counter-package is meant goods 
put up in packages, containing a designated quantity, such as are likely 
to be in demand by customers purchasing at a place of business vending 
at retail. The packages are ready for immediate delivery to the customer, 
prevent wasting and relieve the dealer from the expense and delay of 
filling a bottle or other container and properly labeling it. 

5. In January, 1919, the plaintiff began producing and marketing a 
line of counter-package goods, under the name “Puretest.”. The line 
included medicines and toilet articles. 

6. For the purpose of marketing its “Puretest” line of goods, the 
plaintiff company adopted a certain label for bottles containing medicines 
and toilet articles. The label adopted is of the following description: 
Oblong in shape, with rounded corners, having a white border around 
the edge, with white letters on a blue background or field, and a square 
insert or section in the label for instructions and other notices. The name 
“Puretest” in script type appears on the top and the name of the prep- 
aration is in block type, below it. At the bottom of the label appears 
in block type “United Drug Company, Boston, U. S. A.” A correct copy 
of the label is attached to the Bill of Complaint and marked Exhibit “A.” 

7. The bottle adopted by the plaintiff company is distinctive in 
design. It was well known in the trade. Plaintiff has used the bottle as 
a container for marketing its Rexall line of goods since 1908. It had 
been in use by the defendants and other dealers in pharmaceutical prep- 
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arations for a number of years prior to 1919. The bottle was known in 
the trade and to manufacturers as the “Rexall Bottle,’ or Rexall oval 
bottle. It was also known as Velva toilet or rounded oblong toilet and 
by other names. In manufacturers’ catalogues it was listed as a stock 
bottle. 

8. For use in its “Puretest” line, the plaintiff company adopted a 
stopper, known in the trade as “Duplex Seal.” The seal was a patented 
article and was sold by the manufacturer to pharmacists or other per- 
sons desiring to use it instead of an ordinary cork stopper. The manu- 
facturer furnished the stopper in colors as directed by the purchaser, 
sxcepting th» color, blue, which was sold exclusively to the plaintiff com- 
pany. To use the seal it was necessary to have the bottle made from a 
special mould, so that lugs could be placed on the neck of the bottle. 
In operating the stopper, to put it in place or remove it, the stopper is 
turned to the right or left. 

9. On April 30, 1921, the plaintiff company filed the label adopted 
by it for use on bottles, for record in the office of the Secretary of 
State of Pennsylvania and in all respects complied with the Acts of 
Assembly regulating the filing and recording of labels. 

10. The plaintiff company devised and adopted a label for cartons 
containing medicines and toilet articles under the name “Puretest.” It 
is oblong in form. Has several fine lines in blue on white at the top and 
bottom, a wide border of blue with white lettering, with the name “Pure- 
test” in script, the rest in block type, followed by a wide band of fine- 
shaded blue lines. In the center of the band, to the left, there is a white 
ellipse, containing a guarantee of purity printed in blue letters on white. 
To the right of the ellipse is a square containing blue lettering on white, 
describing the article contained in the carton and the uses to which it is 
to be applied. At the lower end of the label the word “Rexall” is in 
logotype, running diagonally from bottom to top. There are also two 
banners or shields in blue with the name “United Drug Company” and 
other matter printed in white block lettering. A copy of the label is 
attached to the Bill of Complaint and marked Exhibit “B.” 

11. On April 30, 1921, the plaintiff company duly filed its label 
designed for use on cartons in the office of the Secretary of State of 
Pennsylvania, and in all respects complied with the Acts of Assembly 
regulating the filing of labels. 

12. Connected with its plant, located in or near Boston, the plaintiff 
company maintains presses and equipment necessary for printing maga- 
zines, pamphlets, circulars, labels and other printed matter required in 
the conduct of its business. The plaintiff prints and publishes a maga- 
zine known as the “Rexall Magazine,’ an almanac, calendars, window 
displays, selling cards and other advertising matter by the company deemed 
necessary or expedient. The magazine, pamphlets and other printed mat- 
ter are published and issued for the purpose of furthering the sale of 
the “Rexall” line of goods, including the counter-package goods sold under 
the name or trade-mark “Puretest.” From time to time goods in the 
‘“Puretest” line are described and advertised, but the colors are not shown 
or displayed. 

13. The magazine, pamphlets, circulars and other forms of advertis- 
ing printed by the plaintiff company are forwarded to its stockholders or 
agents. The agents display the cards in the windows or their places of 
business and circulate and distribute the magazine and other printed mat- 
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ter, personally or by mail and make use thereof in their advertising. About 
three and a quarter million copies of the magazine are printed monthly. 
The last edition of the almanac was about 870,000 copies. The calendars 
printed and published numbered about 2,700,000. 

14. In its line of counter-package goods, the plaintiff marketed about 
one hundred and fifty different preparations under the name or trade- 
mark “Puretest.” As the containers vary in size, due to the quantity 
packaged, plaintiff is putting up a series of about three hundred and 
eleven packages. In the year 1921 plaintiff sold and delivered to its 
agents and sub-agents about 14,212,849 packages of “Puretest” goods. 

15. The plaintiff company has not used the oblong style or type 
of bottles exclusively, but has used other shapes and styles, this for the 
reason that at times there was an overstock of other bottles, or the bottle 
used seemed to the company better adapted for a particular medicine 
or toilet article. The same shape of label was not at all times used; 
sometimes the label used was triangular or square, but was generally 
oblong, corresponding to the lines on the face of the bottle. The plaintiff 
experimented to obtain a container best adapted to the purpose of mar- 
keting the line of “Puretest” goods. 

16. Kolomon Kovacs, Joseph Werdenhauser, Charles Kovacs, Daniel 
Kovacs and Martin Kovacs are co-partners, trading as the Royal Manu- 
facturing Company and are engaged in the business of buying and selling 
pharmaceutical preparations and medical and toilet articles to drug stores. 

17. In December, 1918, the defendants considered and discussed the 
advisability of extending their business by placing a line of counter- 
package goods on the market, but did not then enter upon the enterprise, 
nor did they prepare goods to be marketed as counter-package goods 
or advertise a purpose so to do. 

18. In January, 1921, defendants began preparations preliminary to 
marketing a line of counter-package goods. They prepared labels, ordered 
bottles and cartons to be used as containers for medical and toilet prep- 
arations. In February following, defendants began marketing the goods 
and since that time have sold and delivered a large quantity of such 
counter-package goods to various druggists doing business in the County 
of Allegheny and in the surrounding counties. 

19. On June 14, 1921, defendants sold a number of bottles containing 
castor oil and glycerine, and a number of cartons of epsom salts to the 
Houch Pharmacy, and have sold counter-packages containing medicine 
and other toilet articles, to other druggists in the City of Pittsburgh. 

20. In their business of marketing a line of counter-package goods, 
the bottles and the cartons selected and used by defendants are of the 
same shape and style as the containers used by plaintiff in its line. The 
stoppers on the bottles are the same, both being “Duplex Seals,” but 
differ in color. The stopper used by plaintiff is colored blue or dark 
blue, defendants’ stopper is bright tin or silver in color. The labels used 
by plaintiff and defendant are of the same color and design. The printing 
being white on a blue background, is the same. The words appearing on 
the labels are the same, except that “Royal Quality” is on the defendant’s 
label, “Puretest” being on the plaintiff's label. The name of the United 
Drug Company is on defendant’s label, below the white insert defendant 
has printed the name and address of a dispensing druggist. In other 
minor respects there is a difference in the words printed on the labels. 
A close scrutiny of the labels would prevent mistakes, but the colors on 
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the label, the arrangement of the printed matter and the general ap- 
pearance of the package is apt to mislead purchasers and cause one of 
the packages to be mistaken for the other. 

20. The goods sold by the plaintiff and defendants in their respective 
lines of counter-package goods are substantially the same. They com- 
prise home remedies or preparations listed in the National Formulary 
or in the pharmacoposia. The statute requires that such articles must con- 
form to a certain standard. 

21. The goods sold by plaintiff and defendant are of standard quality 
and meet the tests required by law. 

22. The bottles and cartons vary in size, and plaintiff and defendants 
used a like size for the same content, and effect the same purpose, viz., 
keep the goods intact and fresh, enable the druggist to economize in 
service and make prompt delivery to purchasers. 

23. There is a similarity in the labels, which, taken in connection 
with the size of the containers, the arrangement of the printing and the 
manner in which the words appear on the package, will mislead a pur- 
chaser. 

24. The plaintiffs first adopted the bottle, carton and label for use 
in marketing a line of counter-package goods under a name or trade- 
mark “Puretest.” The defendants came into the field after the plaintiff 
and after its counter-package goods had been on the market for about 
two years. The bottle and carton, together with the label used by the 
defendants, considered in connection with the words printed, and the 
manner in which the words are printed and arranged, indicate and we 
find as a fact that defendants’ package is an imitation of that of the 
plaintiff. 

25. The labels and packages of plaintiff and defendants are so similar 
as to lead a purchaser, notwithstanding the exercise of ordinary care, to 
mistake goods sold in one package for the goods sold under the other 
label. 

26. The defendants knew of the label and package used by the plain- 
tiff company at the time they caused labels and packages to be designed 
for their use. They did not attempt to differentiate their label from that 
of plaintiffs label and package, but so closely imitated plaintiff's label 
and package that the one may be mistaken for the other. 


Conclusions of Law 


1. The labels, used by defendants on their bottles and car- 
tons, are so similar to the label adopted and used by the plaintiff 
company that it is in unfair competition with plaintiff’s label, and 
enables defendants to practice deception by passing off their goods 
as those of plaintiff's, and so work a fraud upon the public and 
injure plaintiff in its good-will and established trade. 

2. Between plaintiff's label and package and that of de- 


fendants there is a degree of similarity which will deceive an or- 


dinarily intelligent purchaser, using ordinary care. 
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3. The effect of defendants’ use of a package and label sim- 
to that of plaintiff is to produce confusion in the public mind 
consequent loss to the plaintiff company. 

t. Defendants were guilty of unfair competition. 

5. The defendants should be enjoined from using bottles 
and cartons having thereon labels, similar to or in imitation of 
the labels (Exhibts “A” and “B’’), bottles and cartons used by 
the plaintiff company. 

6. The defendants should make a true and correct account 
of the sales made by them of medical and toilet preparations, sold 
in containers, having affixed thereon labels or imitations thereof 
similar to the labels (Exhibits “A” and “B’’) used by the plaintiff 
company and pay plaintiff the profit realized from such sales. 


7. Defendants should pay the costs. 


Discussion 


Since 1903 the plaintiff corporation has engaged in the busi- 
ness of manufacturing and vending pharmaceutical preparations 
and medical and toilet articles. In municipalities and communi- 
ties, the goods were sold and delivered to agents, or stockholders. 
The agents or stockholders were given an exclusive right to sell 
plaintiff's goods at retail in a designated municipality or a fixed 
territory. The place of business conducted by an agent was known 
and advertised as a “Rexall store,” the goods were known as “Rex- 
all goods.”” The plaintiff company has a large number of agents 
and sub-agents, and transacts business throughout the United 
States, Canada and Great Britain. 

In or about 1908 the plaintiff adopted an oblong bottle, as a 
container for liquid products. Thereafter the bottle was used by 
plaintiff and was known to the trade and to manufacturers as the 
“Rexall” or “Rexall Oval,” though it was also known by other 


names. Prior to 1919. plaintiff had put up certain medicines and 


toilet articles in counter-packages. In January of that year plain- 


tiff opened a department, and engaged an employee for the pur- 


pose of conducting a counter-package business, to include practi- 
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cally all of the medicines and toilet articles theretofore sold in 
bulk. After experimenting for the purpose of determining what 
would be attractive in appearance and best suited to meet the 
requirements, plaintiff adopted the “Rexall”. bottle and a carton. 
selected colors and designated the words to be printed on a label 
to be placed on the containers, and the manner in which the words 
were to be arranged. Having adopted the bottle and carton and 
designated a label, the plaintiff began putting up and selling a 
line of goods under the name or trade-mark “Puretest.” 

In January, 1921, the defendants arranged to put a line of 
medical and toilet articles on the market, under the name “Royal 
Quality.” They adopted the oblong bottle, sometimes known as 
the “Rexall bottle,” and selected a carton of the size and shape 
used by plaintiffs. Upon the container there was placed a label. 
The colors, lines and arrangement of the words is substantially 
the same as appears on plaintiff's labels. In certain respects the 
words differ. ‘“‘Puretest” is not on defendants’ label. In a place 
corresponding to “Puretest,” on plaintiff’s label, defendants printed 
“Roval Quality.” At the bottom of a blue background where 
plaintiff's name and place of business appears, defendants print 
the name of the dispensing druggist. There are other minor dif- 
ferences, but there is a close similarity between the packages. 
The test of identity is not whether a difference is recognized when 
the two competing articles are placed side by side, but whether it 
will be recognized by a purchaser, not having opportunity to com 
pare. Such similarity as will deceive in the likeness, whereby 
the average buyer is unable to distinguish the defendants’ label 
from the memory of plaintiff's label which he carries in his mind, 
such as will enable him to keep them apart when the two are 
put side by side before him. McDonald Manfg. Co. v. Mullen 
Manfg. Co., 185 Fed. Rep. 972; Nims on Unfair Competition, No. 
322. In B. V. D. Co. v. Kaufmann § Baer Co., 272 Pa. 240 [12 
T. M. Rep. 169], Mr. Justice Kephart said: “Unfair competition 
has been defined by this court to be ‘anything done by a rival in the 
same business, by imitation or otherwise, designated or calculated to 
mislead the public in the belief that in buying the products offered 
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by him for sale they are buying the products of another manufac- 
turer is in fraud of that other’s rights and will afford just grounds 
for equitable interference.’”’ Citing Cigar Mfg. Co. v. Cigar Mfg. 
Co., 222 Pa. 116. The principle upon which Courts of Equity pro- 
ceed in granting relief is that the act done tends to pass off goods of 
one for those of another, so as to deprive such other of his rights 
and the basis of such action is fraud or deceit, misleading the pub- 
lic in the purchase of goods. 

There is no claim, nor does the testimony show that the quality 
of the goods sold by defendant was inferior. Both plaintiff and 
defendant were selling what is termed “home remedies,” and ar- 
ticles ordinarily sold at retail over the counter. The products 
were required to be of certain tests and comply with the require- 
ments of the pharmacopa@ia and the statutes of the United States. 
It is immaterial, however, that the goods were of equal merits. 
A dealer has no right to make use of a plaintiff's good-will and 
deprive him of sales which otherwise he would have made. It is 
well settled that a dealer is liable for unfair competitior if, by 
the closeness of his label, he puts it in the power of his retailer 
to mislead the purchasing consumer. 

The bottle, with its stopper and the carton put out by plain- 
tiff are in common use in the trade. Nor is there anything in the 
use of a white insert on a blue background, new and original. 
The mere fact that a manufacturer cannot obtain an exclusive 
right to use a particular bottle and stopper, or carton, or us¢ 
certain colors, will not prevent the manufacturer from combining 
them with other characteristics and distinctive features, and thereby 
be entitled to protection against imitation. A manufacturer of 
goods may obtain a monopoly in the right to use a distinctive dress 
for boxes and cartons which have come to be known as containers 
for his product. Western Gum Co. v. Chocolate Co., 211 Fed. 612, 
and colors or combinations of colors may be of the elements. It 
is not required that the separate details must have been original 
or exclusive with the complainant seeking relief. 

When a label, general dress and make-up of goods as they 
go upon the market has been adopted and used, a rival trader has 





362 TWELVE TRADE-MARK REPORTER 


no right to imitate such labels, marks and dress of goods, so as 
to deceive purchasers, and pass off his goods as those of his rival. 
Long, extensive and exclusive use of a distinctive package, label 
or dress of goods raises a presumption that the public recognize 
the goods by reason of the appearance of such package or label. 
New England Awl Co. v. Marlbon Awl. Co., 158 Mass. 154. 
The label, it is admitted, has not been used a great number 
of years by plaintiff company and its goods have been sold prin- 
cipally, if not wholly, through “Rexall stores.” The mere fact 
that plaintiff’s line of goods were on the market but one or two 
years prior to defendants’ offering a similar line to the retail trade 
would not justify defendants in imitating plaintiff's packages with 
an intent to deprive plaintiff of trade. One of the purposes of 
adopting a container with a distinct label was to advertise the 
goods, attract the attention of customers and thus aid in selling 
the product. Nor did the mere fact that sales were to or through 
Rexall agencies excuse imitation. Rexall stores are in competition 
with other retail drug stores, and plaintiff had the right to limit 
the sales of its goods and products to its own places of business. 
Defendants further contend that, conceding that the label and 
package was first used by plaintiff in marketing its line of “Pure- 
test” goods, yet plaintiff did not exclusively use the “Rexall” bottle, 
nor at all times use a label of the shape described in the Bill of 
Complaint. It appears that at times different styles of bottles had 
been used and various changes and variations are to be noted in 
certain of the labels. The changes were experimental and minor in 
character, and made to answer particular purposes. The bottle, 
stopper and label described in the Findings of Fact and in the 
Bill of Complaint, were adopted and used by the plaintiff in 
marketing substantially all of its “Puretest’”’ line of goods. The 


imitation was of the “‘Rexall’ bottle, carton and label and cannot 


be justified merely by the fact that for particular purposes plain- 


tiff’s varied from the general scheme or mode they followed in 
packing goods. 
Any one may make and sell the home remedies, medicines and 


toilet articles sold by plaintiff and defendant. So far as appears 
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from the evidence, plaintiff company first adopted a line of package 
goods; if an exclusive right was contemplated it was the duty of 
plaintiff to distinguish its line of goods from other lines of pack- 
ages or similar goods. Defendants followed plaintiff; were under 
the duty of adopting a package and label which would not deceive 
or mislead a purchaser who exercises ordinary care to ascertain 
that the goods were of the make he desired to purchase. 

In this case plaintiff designed and adopted a peculiar package 
for use in marketing its line of goods. Defendants subsequently 
used a package similar to that of plaintiff's. It is true that in 
certain respects the words printed on defendants’ label differ from 
the words appearing on plaintiff's package, and a close scrutiny 
and careful inspection will disclose the variance, and show that the 
goods delivered purchasers are not the goods offered for sale by 
plaintiff. Selling goods in packages insured expeditious service 
and prompt delivery and a purchaser might not be as careful 
as he would be if the bottle or other container is filled, labeled 
and wrapped in his presence. The goods were on display, either 
on the shelf or table, the purchaser observed the appearance of 
the package and if the package closely resembled the package he 
desired to purchase, he would be misled. Defendants adopted 
the same container as had been used by plaintiff. In so doing 
defendants were within their rights. Plaintiff did not have an ex- 
clusive right to the use of the bottle, or the stopper, nor the car- 
ton, and defendants might have used the bottle and stopper and 
adopted a label which would have distinguished their goods from 
the goods of plaintiff. Instead of doing so, they used a color, 
lettering, spacing and ornamentation so closely resembling plain- 
tiff’s label and package that the one is apt to be mistaken for 
the other. 

The label and packages are similar in so many respects that 
when they strike the eye of an intending purchaser of ordinary 
intelligence and prudence, the similarities are likely to produce 
the false impression that the goods of defendants are the goods 


of plaintiff. In such cases, “It is the province of equity to inter- 


fere for the protection of the purchasing public, as well as of plain- 
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tiff and for the suppression of unfair and dishonest competition.” 
| Fischer v. Blank, 188 N. Y. 244. 





Tue Deco Co. v. Tue Dayron IGnitrion Company 


Commissioner of Patents 


April 13, 1922 


Trape-Marks—Oppositi0on—*‘ Deco” 


AND “Dico”’—Nor MeEerety NAME Of 
OrrponENT— DISMISSAL. 


In an opposition proceeding brought against the registration of 
the word “Dico” as a trade-mark for spark plugs on the ground of 
the prior registration of “Deco” for different goods, the question 
is as to whether the mark applied for is merely the name of the 
opposing firm. Held, that the presence of the letter “i” 
the letter “e” is a sufficient difference to 
the opposition. 


in place of 
warrant the dismissal of 


Messrs. Munn & Co., of Washington, D. C., for The Deco Co. 


Mr. F. L. Walker, of Dayton, Ohio, for The Dayton Ignition 
Company. 


Appeal from the decision of the Examiner of Interferences. 


Affirmed. 

Fennina, A. C.: This is an appeal from the action of the 
Examiner of Interferences dismissing an opposition brought by 
The Deco Co., a firm, against the registration of “Dico” as a 
trade-mark for spark plugs. 


The Deco Co. has registered its 
trade-mark “‘Deco’”’ 


for several classes of goods which do not 
include spark plugs, and none of which “are identical or even 
similar in their physical characteristics or properties.” The sub- 
stantial question, therefore, is whether the mark for which regis- 
tration is now asked is merely the name of the opposing firm. Op- 
poser relies upon The Abestone Company v. The Philip Carey 


Mfg. Co., 200 O. G. 857, 41 App. D. C. 507, 1914 C. D. 146 [4 


T. M. Rep. 161]. In that case and in all cases which I find the 


mark the registration of which was refused was identical with the 


name of the opposing company. In the present instance the regis- 
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trant’s mark includes the letter “i” in place of the letter “e” in 
opposer’s name. This may be a slight difference, but I am con- 
strained to hold that it is a sufficient difference to warrant the 
dismissal of the opposition. 

The Examiner of Interferences is affirmed and the opposition 
dismissed. 





DECISIONS OF THE COMMISSIONER OF PATENTS 
Appeal 


Rosertson, C.: Proceeding to cancel a trade-mark for velvets, 
velvettas, velvetine, etc., No. 115,924. Appeal from a refusal to 
give judgment by default against respondent. It was claimed that 
the answer, not opposed by the defendant, did not raise an issue. 
The petitioner alleged that the registrant had not used the mark 
and the answer denied the allegation of the petitioner. It was 
claimed that Equity Rule 30 requiring that the answer set out the 
defense relied upon was not complied with. It was held, however, 
that the fact of use by the registrant was not an affirmative defense 
and need not be specially pleaded; the answer was sufficient. 
Motion denied.’ 


Kinnan, F. A. C.: Appeal from the dismissal of an opposi- 
tion to the registration of a trade-mark for ready-mixed paint. A 


motion, made two days before first hearing to adjourn same for 


thirty days, was denied, but opponent was given five days to file 
brief and applicant three days to reply. No further hearing was 
granted.” 


Evidence 


Kinnan, F. A. C.: An application was first filed by Yost for 
a trade-mark consisting of the words “Laddie Boy.” Later ap- 


‘Wimpfheimer & Bros. v. Balstone, Cooke & Co., 1389 Ms. Dec. 342, 
Dec. 10, 1921. 

* Patterson-Sargent Co. v. Indiana Indestructible Paint Co., 139 Ms. 
Dec. 492, Jan. 23, 1922. 
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plications were filed by others, alleging dates of use later than the 
date of filing of Yost’s application. An interference having been 
declared, Yost moved to dissolve on the authority of Rosenberg Co. 
v. Phillip-Jones Co., 289 O. G. 411 [11 T. M. Rep. 323]. The 
motion was denied, but the junior parties were ordered to show 
cause why judgment should not be given against them. Burton & 
Ciomei filed affidavits alleging their inability to find evidence of use 
of the mark by Yost. They petitioned for time to prove their title 
and disprove the claim of Yost. 

The practice in interferences in patent cases to refuse an in- 
terference claimed as earlier than that of filing the first application 
(Ewing v. U. S., Ex Rel., Fowler Car Co., 244 U. S. 1) might well 
be extended to trade-marks. The declaration and specimens are 
enough to justify registration, and should therefore be prima facie 
evidence of use. Registration is based on the evidence filed with 
the application. Therefore, there should be no interference in 
ordinary cases if the use claimed is later than the date of filing a 


pending application. But here the affidavit filed overcame the prima 


facie effect of the application as evidence and the parties should be 


put to proof. Petition granted.* 


Filing of Specimens 


FenninG, A. C.: Trade-mark for cookies, crackers, cakes and 
biscuit. Appeal from action of the Examiner of Interference 
granting a further bill of particulars, requiring the opponent to file 
specimens of the mark referred to in the notice of opposition. The 
practice of requiring the opponent to file specimens of the mark he 
claims is infringed is well established and is good, in that it tends 


to make definite the issues. Order afiirmed.* 


Goods Not of Same Descriptive Properties 


FennineG, A. C.: Opposition to a trade-mark for work shirts. 
Opponent used the mark on children’s knitted waists, union 


Titus v. Burton & Ciomei, etc., 139 Ms. Dec. 365, Dec. 16, 1921. 
*Loose-Wiles Biscuit Co. v. Johnson Educator Food Co., 139 Ms. Dec 
353, Dec. 14, 1921. 
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suits and sleeping garments. Held that the goods are not of the 
same descriptive properties (Kahn Bros. v. C. P. S. & Co., 192 O. G. 
518 [3 T. M. Rep. 306]).° 


Non-User 


Fennine, A. C.: Opposition to the registration of a trade- 
mark for cigarettes, consisting of the words “Beech Nut.” The ap- 
plicant never made cigarettes. It bought 2060 in 1919 from the 
American Tobacco Company and shipped them in three lots to an 
officer of the company in New York, to a member of the firm of 
applicant’s counsel in Chicago, and to the New Jersey Tobacco 
Company, of Jersey City. The last were returned. None of the 
cigarettes were ordered, bought, or paid for, by the parties to whom 
they were sent. There was never any other use of the mark by 
applicants. This was not trade-mark use (Phillips v. Hudnut, 263 
F. R. 643 [10 T. M. Rep. 243]). The opposition was sustained.° 


Opposition 


Kinnan, F. A. C.: Opposition to registration of a trade-mark 
for candy and confections, consisting of the word “Touraine.”’ Op- 
ponent has shown prior use of the mark on a chocolate mixture. 
Sales are shown of $8,000.00 per month east of Mississippi, and 
extending all over the United States, the demand being greater than 
the opponent can supply. It is argued that the mark is not used 
as a trade-mark by opponent, but only as a piece name, descriptive 
of one of the candies of its manufacture. It seems that the public 
regard it as a trade-mark to indicate goods of opponent’s make. 


The opposition was sustained.’ 


Part of Mark 


Fennino, A. C.: Application to register a trade-mark for a 
polish for hardwood floors, woodwork, etc., consisting of the word 
“Cedar,” use being claimed since 1886. The specimens show 

SE. Z. Waist Co. v. Reliance Mfg. Co., 189 Ms. Dec. 396, Dec. 23, 19 


* Lorillard Co. v. Beechnut Packing Co., 139 Ms. Dec. 469, Jan. 18, 19 
* Washburn Co. v. Touraine Co., 189 Ms. Dee. 411, Dec. 31, 1921. 


»”? 
~) 
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“O-Cedar.”” The use of “O-Cedar’” began in 1907 and applicant 
relies for the date 1886 on the mark “Cedarine” which it bought in 


1917 and used on goods other than “O-Cedar’” goods. Part of a 
word cannot be registered under the ten-year clause, when the use 
was of the whole word. (Ea parte, Fitzpatrick Bros. |9 T. M. 
Rep. 122]; Ea parte, Stephen F. Whitman & Son, 151, O. G. 1938.) 
Hence no claim can be made to the use of the mark before 1907. 
But use of “O-Cedar’” since 1907 is not use of “Cedar” (Quaker 
City Flour Mills Co. v. Quaker Oats Company, 214 O. G. 684 [2 
T. M. Rep. 310]). 

The applicant refers to the case of Allen v. Walker &§ Gibson 
(235 Fed. Rep. 230 [6 T. M. Rep. 496]) where the court held that 
“Cedar” was the controlling part of each of the above marks. At- 
tention is also called by the applicant to a decree of 1919 in the 
case of Circuit Court of Cook County, Illinois, enjoining the word 
“Cedar.” This decree seems to give to the applicant all the pro- 
tection he would get from registration, which was properly refused.* 

Petition 

FenninG, A. C.: Proceeding to cancel trade-marks Nos. 
135,244 and 135,246, for moving picture films. Funk & Wagnalls 
Company petitioned to compel the other party to disclose corre- 
spondence and contracts with third parties regarding the subject- 
matter of these films, claimed to be relevant to the case. The Com- 
missioner may, in a proper case, require an answer to interrogatories 
and the production of papers. (Whiting Adams Co. v. Rubber & 
Celluloid Harness Mfg. Co., 201 O. G. 569 [4 T. M. Rep. 221].) 
There must, however, be shown a reasonable presumption that the 
papers contain material pertinent to the issue. The petition was 
denied, for failure to show this.° 

FennineG, A. C.: Petition to strike out testimony of opponent 
as to unfair competition. Its pertinency can be settled at final 
hearing. Petition denied.'® 

‘Ex parte, Channel Chemical Co., 1389 Ms. Dec. 348, Dec. 14, 1921. 
*Timely Films, Inc. v. Funk & Wagnalls Co., 1389 Ms. Dec. 334, Dec. 


10, 1921. 
* Solderall Co. v. Lampe, 139 Ms. Dec. 459, Jan. 14, 1922. 
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